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Introduction
Evidence of financial integration and convergence are considered of utmost importance in assessing the outcome of deregulation policies aimed at improving the performance and efficiency of the financial intermediary sector (Casu & Girardone, 2010) . Financial and economic integrations in Africa are expected to provide gains in growth by favoring competition and efficiency in the banking sector. These gains result from price reductions in financial services, leading to direct gains for consumers and indirect benefits through the reduction of loan rates that favor investment (Weill, 2009 ).
One of the most important economic developments of the past quarter century has been the convergence of previously separated segments of financial markets in developed countries (Asongu, 2012) . A convergence that has coincided with the growing globalization of the financial markets in Europe, the United States and Asia. Although a number of papers have focused on the dynamic interdependence of equity markets worldwide, the emphasis has often been on developed economies and the emerging markets of Latin America and Asia. However, with increasing deregulation of financial services, financial reforms, emergence of new risks and advances in computer modeling and telecommunication technologies, Africa has recently experienced significant economic and financial development.
In light of the above, coupled with motivations for financial convergence 2 and the current debate on financial integration in Africa, investigating financial intermediary convergence is 2 Financial theory acknowledges integrated markets to be relatively more efficient in terms of capital allocation compared to divergent ones (Chen et al., 2002) ; financial stability due to minimization of the probability for asymmetric shocks (Umutlu et al., 2010) ; convergence in stock market performance dynamics will stimulate crossborder flow of funds, improve trading volume which will in-turn improve market liquidity; lower cost of capital for firms and lower transaction cost for investors (Kim et al., 2005) ; reduction of the risk of cross-border financial contagion (Beine et al., 2010) and improvement of capacities of economies to absorb shocks (Yu et al., 2010) ; elimination of the potential for making above normal profits as supernormal profits are arbitraged away and the possibility of similar yields for financial assets of similar risk and liquidity, regardless of nationality and locality (Von Furstenberg & Jeon, 1989) .
4 therefore relevant for the continent. To the best of our knowledge, this is the first assessment of convergence in the African banking sector. The critical assessment is based on 11 different panels depicting: middle income, upper middle income, lower middle income, low income, English common-law, French civil-law, North African, sub-Saharan African, Christiandominated and Moslem-oriented countries. The richness of our dataset and the employment of financial intermediary dynamics of depth, efficiency, activity and size in the investigation provide a robust account of the state of financial convergence in Africa. An added appeal of this seminal work is that, it provides the rate of convergence as well as the time required to achieve full (100%) convergence which are relevant guidelines in policy making. The rest this study is structured as follows. Section 2 presents the intuition, summarizes conflicts in the literature and discusses the motivations for stock market convergence in Africa. Data and methodology are presented and outlined respectively in Section 3. Empirical analysis is covered in Section 4.
Section 5 concludes.
Intuition and existing literature

Intuition
With respect to Narayan et al. (2011) , whereas there is a theory and vast empirical work on per capita income convergence, there is as yet not a theory on financial system convergence.
Owing to this reality, like in Narayan et al. (2011) we are aware of the risks of "doing measurement without theory" and assert that reporting facts, even in the absence of a formal theoretical model may be a useful scientific activity. Therefore, we side with Costantini & Lupi (2005) in the position that, applied econometrics has other tasks than merely validating or refuting economic theories. Hence, the need to understand the economic intuition motivating convergence in the financial intermediary sector. Within the framework of this paper, convergence may either be absolute (in the absence of other variables) or conditional (in the presence of other variables).
On the one hand, absolute convergence in financial intermediary markets occurs when countries share similar fundamental characteristics with respect to their banking sectors, such that the only difference across countries is in the initial level of financial market development.
Absolute convergence for instance arises from factors such as the creation of monetary unions and adoption of a single currency, inter alia. In a monetary union (led by a single currency, a single central bank and a single monetary policy) for example, there are advantages like riskreduction and lowering of cross-border currency conversion costs, promotion of flow of trade and investment among member states…etc. Financial reforms have been largely credited with the performance of financial markets in the developing countries (Asongu, 2012) . This is because, (holding other things constant such as political instability, market isolation and A direct implication of this synchronization has been an increase in the speed of adjustment to shocks (that is, the speed at which shocks are transmitted from one market to another has soared). Due to the above factors, absolute convergence in financial markets will take place.
When full (100%) convergence takes place, it implies that risk-adjusted stock returns denominated in a common currency are equal in all countries throughout the homogenous panel.
In the same vein, it is the possibility of similar yields for financial assets of similar risk and 6 liquidity, regardless of nationality and locality. Ultimately, portfolio diversification becomes unlikely to be beneficial to investors.
On the other hand, conditional convergence is one whereby, convergence to one's own long-term steady state (equilibrium) is contingent on different structural characteristics or fundamentals of each market. Consistent with Asongu (2012) , in motivating our idea of conditional convergence, we argue that when financial intermediary markets across countries differ in terms of factors relating to the performance of their financial markets, there will be conditional convergence. Financial transactions influence prices due to reasons of information and liquidity and by validating quotes from other markets trading can promote priceconvergence. In the same vein, the opposite effect of price-divergence is also probable because trading can exert price pressure in the local market (Kaul & Mehrotra, 2007) . Hence, the convergence of financial markets is contingent on factors that are observed and tested in the model.
Existing literature
The last three decades have come alongside paramount changes in financial structure and institutions in Africa due to liberalization, privatization, innovation and globalization. These events coupled with the rethinking of the role of finance after the recent financial crisis (Baltagi & Demetriades, 2011) have prompted a growing body of work on the similarities and differences between national financial systems (Bruno et al., 2011) . This has led to two strands in the literature on the impact of openness (trade and capital) on financial market convergence. The third strand justifies our expectations with respect to the first-two conflicting strands while, the fourth strand discusses existing approaches to modeling convergence.
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The first strand entails proponents asserting that openness, deregulation, economic integration, harmonization of regulation and corporate governance rules have led to the convergence of financial market characteristics. To this end, a number of studies have confirmed that European continental financial systems have become more similar to Anglo-Saxon ones and that, the classical distinction between bank-based and market-based systems is less relevant than in the past (Allen & Gale, 2000; Rajan & Zingales, 2003; Holzl, 2006) . With regard to this thesis, financial structures have converged towards a model which combines characteristics of the Anglo-Saxon model (in which investment banks and markets prevail) with elements of the continental European systems (in which commercial banks are predominant). More so, from 1980 through 2005, most countries in the world adopted free market policies that have proven crucial in ensuring economic growth and real convergence (Balcerowicz & Fischer, 2006; Shleifer, 2009; Rodrik, 2006 Rodrik, , 2011 . The free market reforms have also influenced financial sectors of the economies but, it is unclear whether financial convergence has moved in tandem with real convergence. One dimension through which financial convergence can occur is via financial integration. This is grounded on the fact that, financial integration augments the supply of finance in the less financially developed countries. This process may be reflected in an expansion in the size of national financial systems with respect to domestic GDP: in those countries with less developed financial markets (Giannetti et al., 2002) . In the context of the European Union, the different financial systems could reflect a convergence trend in the aftermath of the common markets in 1993 and of the euro area in 1999 (Calcagnini et al., 2000) .
On the contrary, another strand of the literature stresses that domestic financial markets remain heterogeneous in spite of integration and globalization. La Porta et al., 1988; North, 1990 North, , 1994 . This paper shall attempt to discriminate between these two views in Africa from a financial intermediary standpoint.
Findings could have important policy implications given the motivations for financial system convergence in the continent.
A priori, we expect some form of convergence given common first and second generational financial reforms that have been implemented by countries in the sample. The goals of these financial reforms have been to give an impetus to economic growth as well as improve overall economic and financial efficiency (Janine & Elbadawi, 1992) . In the first generational reforms, measures adopted included: abolishment of explicit controls on the pricing and allocation of credit, reduction of direct government intervention in bank credit decisions, relaxation of controls on international capital movements and, allowance of interest rates to be market determined. The second generation of reforms targeted structural and institutional constraints, improvement of legal, regulatory, supervisory and institutional environments; restoration of bank soundness and rehabilitation of the financial infrastructure (Batuo et al., 2010) . These reforms should facilitate convergence in the financial intermediary sector.
Over the last two decades, a novel literature has been developed on the concepts of σ-convergence and β-convergence, introduced by Barro & Sala-i-Martin (1991 . The presence of β-convergence implies mean reversion for the panel unit, whilst σ-convergence is a reduction in total cross-sectional dispersion. According to Islam (2003) , β-convergence is a necessary but not a sufficient condition for σ-convergence, but has a more natural interpretation in the context of growth models. The existing literature uses several alternative approaches to identify whether and when convergence occurs (Asongu, 2012) . Initial empirical tests of the convergence hypothesis considered β-convergence in which; without additional control variables absolute (unconditional) convergence is investigated, whereas with additional control variables, conditional convergence is examined. An alternative view of convergence, the sigma (σ)
convergence argues that a group of economies converge when the cross-sectional variance of the variable under investigation decreases across time. Beside β-convergence and σ-convergence, cointegration and unit root tests have also been employed. Justification for the choice of the β-convergence approach will be provided in the methodology section of the paper.
Financial intermediary market convergence and African business
3.1 Motivations for convergence in African financial markets
The financial system plays a crucial role in modern economic literature debates (Scholtens & Naaborg, 2005) . Firstly, it is believed to impact on the effectiveness of the transmission mechanism of monetary policy (Bondt, 2000) . Secondly, it is thought to affect the channels through which financial development is linked to economic growth (Allen & Gale, 2000) . The financial system interacts with the economy by producing information ex-ante about possible investments, allocation of capital, monitoring of investments, exertion of corporate governance after providing finance, facilitating trading, diversifying and managing risk, mobilizing and pooling savings and, easing the exchange of goods and services (Levine, 2004) .
Although a number of papers have assessed the dynamic interdependence of equity markets worldwide, the emphasis has often been on developed markets and the emerging economies of Latin America and Asia. According to Alagidede (2008) But for South Africa, no African country has yet risen to a significant economic power. This might partly elucidate the lack of academic research on the banking sector of the continent.
However, Africa has recently witnessed significant economic and financial developments, thus assessing convergence from multidimensional financial perspectives in the continent could have important policy implications.
Convergence within the framework of the current paper simply put, implies the integration of banking sector market dynamics of: depth, efficiency, activity and size. Financial theory considers integrated markets to be relatively more efficient compared to divergent ones.
An integrated financial intermediary market by virtue of stimulating cross-border flow of funds, augments trading volume which in-turn improves stock market liquidity. Integrated banking markets award investors with the opportunity to efficiently allocate capital (Chen et al., 2002) .
This leads to a lower cost of capital for firms and lower transaction costs for investors (Kim et al., 2005 ). An integrated banking market also has the positive rewards to financial stability as it minimizes the probability of asymmetric shocks (Umutlu et al., 2010) . Financial intermediary stability in-turn may reduce the risk of cross-border financial contagion (Beine et al., 2010) and ameliorate the capacity of economies to absorb shocks (Yu et al., 2010) .
Financial intermediary dynamics may also converge to reflect the level of arbitrage activity. When they converge, it implies there is a common force such as arbitrage activity that brings the markets together. In other words it indicates that, through market convergence the potential for making above normal profits via international diversification will be limited as supernormal profits are arbitraged away (Von Furstenberg & Jeon, 1989) . In the same vein, if barriers or potential barriers generating country risks and exchange rate premiums are absent, the consequence is similar yields for financial assets of similar risk and liquidity regardless of locality and nationality (Von Furstenberg & Jeon, 1989) .
The need for convergence in African stock markets has foundations in arbitrage and the hypotheses proposed in the portfolio theory. The motivations for convergence of financial markets has premises in the literature of banking sector interdependence and portfolio diversification (Grubel., 1968; Levy & Sarnat, 1970) . These works have (for the most part) considered short-run relationships of stock markets and have found the existence of short-term financial market co-movements. The findings have been extended to cover co-movements of financial markets over the long-run (Bessler & Yang, 2003) . Majority of these works have shown evidence of cointegration 3 as well as short-run relationships which depict some form of convergence in financial markets.
Financial intermediary market convergence and African business
According to Asongu (2012) , the world is looking to Africa as its next investment and growth frontier, but in order to secure sustainable growth, Africa needs long-term financial solutions to its investment needs. Issues of finance in small and medium-size enterprises (SMEs) in the continent have dominated the research agenda at various policy levels (Quartey, 2003; Biekpe, 2004; Asongu, 2012) . There are positive signs that regional integration and financial convergence would provide the necessary continental solution. African governments are now focusing on the importance of moving towards more market-oriented economies and development of the financial infrastructure to mobilize funds both for public and private sectors (Gray & Bythewood, 2001 ).
Reforms are drivers of financial market convergence, hence first and second generational reforms will favor convergence and the ease of doing business (Bossone & Honohan, 2003; Clark, 2003; Ngugi et al., 2003; Mutenheri & Green, 2003) . Bossone & Honohan have recommended reforms towards more regional cooperation as a possible way of alleviating concerns originating from small financial systems. Issues over standardized rules and regulations in reforms for stock markets have also been raised (Clark, 2003) . In response, Ngugi et al. (2003) (2004) recommendation (for African countries to attract investment through other channels), private capital flows from financial markets and domestic banks are complementary to FDI. The low level of private capital flows into Africa has been largely due to political economy considerations, regulatory uncertainty, skills, labor, regulation and exchange rate volatility (Bartels et al., 2009; Tuomi, 2011) . More recently, Darley (2012) has suggested the expansion of regional trading arrangements as key to looking outside the traditional inflows of FDI to Africa.
Implementation of this recommendation will ease financial intermediary market convergence across the continent.
Data and methodology
Data
We examine a sample of 34 African countries with data from African Development 
Endogenous financial intermediation variables a) Financial depth
Borrowing from the FDSD and recent finance literature (Asongu, 2011abcd) , this paper measures financial depth both from overall-economic and financial system perspectives with indicators of broad money supply (M2/GDP) and financial system deposits (Fdgdp) respectively.
While the former denotes the monetary base plus demand, saving and time deposits, the latter represents liquid liabilities. Since we are dealing exclusively with developing countries, we distinguish liquid liabilities from money supply because a great proportion of the monetary base does not transit through the banking sector (Asongu, 2011e) . The two indicators are in ratios of GDP (see Appendix 3) and both can robustly cross-check each other as either account for over 97% of information in the other (see Appendix 2).
b) Financial efficiency
By financial intermediation efficiency here, the paper neither refers to the profitabilityoriented concept nor to the production efficiency of decision making units in the financial sector (through Data Envelopment Analysis: DEA). What we seek to highlight is the ability of banks to effectively fulfill their fundamental role of transforming mobilized deposits into credit for economic operators. We employ proxies for banking-system-efficiency and financial-systemefficiency (respectively 'bank credit on bank deposits: Bcbd' and 'financial system credit on financial system deposits: Fcfd'). Like with financial depth, these two financial allocation efficiency proxies can cross-check each other as they represent more than 87% of variability in one another (see Appendix 2).
c) Financial size
With respect to the FDSD, we appreciate financial intermediary size as the ratio of "deposit bank assets" to the "total assets" (deposit bank assets on central bank assets plus deposit bank assets: Dbacba).
d) Financial activity
By financial intermediary activity here, the work highlights the ability of banks to grant credit to economic operators. We proxy for both banking intermediary activity and financial intermediary activity with "private domestic credit by deposit banks: Pcrb" and "private credit by domestic banks and other financial institutions: Pcrbof" respectively. The latter measure cross-checks the former as it represents more than 92% of information in the former (see Appendix 2).
The choice of above endogenous variables is because they are directly linked to first and second generational financial reforms which targeted their improvements in one way or the other. How these reforms intuitively represent fundamental characteristics for the convergence process has been highlighted in Appendix 5.
Control variables
In the literature on convergence in per capita incomes, countries identical in structural characteristics such as preferences in technologies, economic performance, government policies and price stability have the tendency to converge to one another if their initial conditions are dissimilar (Prichett, 1997) . In this paper we proxy for these preferences in technology, economic performance, government policy and price stability with openness (trade), GDP growth, public investment and inflation respectively (Bruno et al., 2011; Narayan et al., 2011) .
Descriptive statistics is presented in Appendix 1. From it, two facts can be noted.
(1) The variables used in the panel regressions show that, there is quite a degree of variation in the data utilized so that one should be confident that reasonable estimated relationships should emerge.
(2) It could be observed that, an estimated approach that directly assumes a particular form of distribution is inappropriate and would produce biased and inconsistent estimates. Hence, the need for at least a semi-parametric estimation technique. Correlation analysis presented in Appendix 2 helps us in two ways. On the one hand, it provides us with a foresight on possible linkage-signs between various indicators. On the other hand, it enables us avoid issues linked to multicolinearity and overparametization. Definition of variables and presentation of countries making-up the homogenous panels are presented in Appendix 3 and Appendix 4 respectively. In Appendix 3, it could be observed that the variables are either in percentage of GDP, annual growth rate (inflation) or ratios (efficiency and size measures). Two facts result from this definition of variables. On the one hand, comparability of the variables is ensured. On the other hand, macroeconomic and structural differences between countries are taken into account, hence providing a solid basis for a convergence analysis.
Model and estimation approach
The estimation strategy will be based on β-convergence because of constraints in the data set. The use of cointegration and unit root tests are not convenient because of limited degrees of freedom in homogenous panels. Additionally, the alternative view of convergence (σ-convergence) which argues that a group of economies converge when the cross-section variance of the variable under consideration decreases is also inappropriate because the structure of data set is panel. Our estimation strategy typically follows the evidence of income convergence across countries which has been investigated in the context of neoclassical growth models, originally developed by the pioneering studies of Baumol (1986), Barro & Sala-i-Martin (1992 , 1995 and Mankiw et al. (1992) . The theoretical underpinnings of income convergence as highlighted in Section 2.1 are abundant in the empirical growth literature (Solow, 1956; Swan, 1956 ).
Borrowing from Fung (2009;  3) the two equations below are the standard approaches in the literature for investigating conditional convergence if t i W , is taken as strictly exogenous.  an error term. Consistent with the neo-classical growth model, a statistically significant negative coefficient on  in Eq. (1) suggests that countries relatively close to their steady state of per capita growth will experience a slowdown in growth of the per capita banking development, known as conditional convergence (Narayan et al., 2011;  2). Also, in accordance with Fung (2009; 3)  ). Also, country and time specific effects could be correlated with other variables in the model, which is often the case with lagged dependent variables included in the equations. A way of dealing with the problem of the correlation between the individual specificeffect and the lagged dependent variables involves eliminating the individual effect by first differencing. Therefore Eq. (2) becomes:
However, estimation by Ordinary Least Square (OLS) is still biased because there remains a correlation between the lagged endogenous independent variable and the disturbance term. Arellano & Bond (1991) We opt for the two-step GMM because it corrects the residuals for heteroscedasticity. In the onestep the residuals are assumed to be homoscedastic. The assumption of no auto-correlation in the residuals is crucial as past lagged variables are to be used as instruments for the dependent variables. Also, the estimation depends on the assumption that the lagged values of the dependent variable and other independent variables are valid instruments in the regression. When the error terms of the level equation are not auto-correlated, the first-order auto-correlation of the differenced residuals should be significant while their second-order auto-correlation: AR (2) should not be. The validity of the instruments is assessed with the Sargan over-identifying restrictions (OIR) test.
As emphasized by Islam (1995; 14) , yearly time spans are too short to be appropriate for studying convergence, as short-run disturbances may loom substantially in such brief time spans.
Therefore considering the data span of 28 years, consistent with Narayan et al. (2011) we use a 4 year non-overlapping interval such that we have seven time intervals: 1982-1985; 1986-1989 and so on. This implies in our analysis, τ is set to 4.
We also compute the implied rate of convergence by calculating (σ/4) which is the equivalent of the Narayan et al. (2011) computation with (1+β)/4. Thus, we divide the estimated coefficient of the lagged differenced endogenous variable by 4 because we have used a four year interval to absorb short-term disturbances. When the absolute value of the derived autoregressive coefficient is greater than zero but less than one ( 1 0    ), we conclude the existence of convergence. A broader interpretation suggests that, past differences have a less proportionate impact on future differences. By implication, the variation on the left hand side of Eq. (3) is decreasing overtime as the country is converging to a steady state.
Empirical analysis
This section addresses three principal concerns: (1) investigation of the existence of convergence; (2) assessment of the speed of convergence and; determination of the time required to achieve a full (100%) convergence. Table 1 presents a summary of overall findings and addresses the first two concerns, while Tables 2-3 and Tables 4-7 (2) since it is more important than AR (1) as it tests for autocorrelation in levels. For most estimated models, we are unable to rule-out (reject) the AR(2) null hypothesis of no autocorrelation. There is thus substantial evidence that most of the models are free from autocorrelation at the 1% significance level.
Summary of results
Before we tackle the presentation of results, it is important at the outset to understand the economic intuition motivating absolute and conditional convergence in financial markets of the (Asongu, 2012) . This is because, the financial reforms have obviated the need for investor preferences for one market over another.
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Changes in information technology have also improved synchronization in financial markets such that, the adjustment of shocks across markets is much faster. This has facilitated convergence because, the speed at which shocks are transmitted from one market to another has increased with improvements in ICTs.
On the other hand, conditional convergence is that which depends on structural and institutional characteristics (Asongu, 2012) . Consistent with the economic growth literature (Barro, 1991) Convergence respectively. At first glance, we notice overwhelming evidence of convergence both in absolute and conditional terms in most panels. More than 80% of significant results are at the 1% significance levels. This integration is most significant in financial size regressions, followed by a tie between financial efficiency and financial activity and lastly by financial depth. 
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Results of absolute convergence (AC)
Tables 2-3 below report results of absolute convergence regressions. The first impression
we have of almost all models is that, the instruments are valid as the null hypotheses of the AR(2) and Sargan OIR tests are not rejected. Where the retarded endogenous estimated coefficient is significant, the Wald statistics is also significant. We expected this outcome for the Wald statistic because only one endogenous regressor is used in the absolute convergence regressions.
For financial depth, with respect to money supply we notice convergence in eight of the 11 panels with the following speeds of (and time for full) convergence: English ( Given the detailed nature of our database, it is space consuming to discuss all the details of speed of and time for full convergence. The speeds are already summarized in Table 1 and   26 computing their corresponding time spans for 100% convergence is basic arithmetic as elucidated above for financial depth results. We thus provide a snapshot of results for the other financial dynamics. But for the North African panel in the banking efficiency regressions, all other panels reflect AC in both dimensions of financial intermediary efficiency. Table 3 summarizes the AC results of financial intermediary activity and size. While nine of the eleven panels in both dimensions of financial activity reveal AC, all panels converge in financial size. 
Results of conditional convergence (CC)
Tables 4, 5, 6 and 7 below reveal results of conditional convergence in financial depth, financial efficiency, financial activity and financial size respectively. Like in the preceding tables we notice an overwhelming validity of the instruments and estimated coefficients in the models because the null hypotheses of the AR(2) and Sargan OIR tests are not rejected for the most part.
In almost all cases where the lagged endogenous estimated coefficient is significant, we also find evidence of a significant Wald statistics.
For the financial depth regressions in Table 4 , while 5 panels converge in money supply, 3 converge in liquid liabilities. With regard to financial efficiency in Table 5 , whereas 6 panels converge relative to banking system efficiency, 4 do with regard to financial system efficiency.
In Table 6 , the same number of panels (5 in total) converge in banking activity and financial activity. In Table 7 , nine of the eleven panels converge in financial activity. 
Discussion, policy implications and caveats
4.1 Discussion of results
The overwhelming absolute convergence in financial intermediary dynamics implies countries share the same fundamental characteristics with respect to the banking sector such that the only difference across countries is in initial levels of financial intermediary sector development. Hence, the broad similarity in absolute convergence is due to common fundamental characteristics largely credited to policies of structural adjustment imposed by the Our analysis on conditional convergence in dynamics of the banking sector is contingent on variables which we have observed and empirically tested (or modeled); implying the findings of this paper are conditional on the macro economic variables we have used. It is worth noting that, owing to constraints in data availability and degrees of freedom imperative for the OIR test, we have conditioned our analysis on four macroeconomic variables: consistent with the convergence literature (Prichett, 1997; Bruno et al., 2011; Narayan et al., 2011) . The natural inference from the conditioning information set we have used is that, countries have different structural characteristics in trade (openness), GDP growth, public investment and inflation. This is because, when financial intermediary markets across countries differ in terms of factors relating to the performance of their markets, there could be conditional convergence (Narayan et al., 2011) . Given the overwhelming nature of conditional convergence (and the homogenous nature of the panels), the line of interpretation could be extended to institutional factors. Hence, it could be said that, reduction in cross-country institutional differences (that determine the performance of the financial intermediary sector) have facilitated conditional convergence.
Ultimately, countries with small-sized financial intermediary depth, efficiency, activity and size are catching-up countries with large-sized financial intermediary depth, efficiency, activity and 33 size respectively. As a policy implication African governments should not relent in structural and institutional reforms.
Policy implications and caveats
The findings have policy implications for regional integration, first and second generational financial reforms, portfolio diversification, inter alia.
Our findings are highly relevant for policy makers in terms of regional integration as they bring us to the question of whether the policies implemented by African countries to promote financial integration have had any noticeable effects on the observed convergence patterns. Efforts at financial integration from an intermediary standpoint may not all together have been futile. Hence, income thresholds, religious domination, legal origins and geographical proximity are necessary but not sufficient conditions for financial convergence. As a corollary to the above, one might be tempted to suggest first and second generational financial reforms implemented by African countries have facilitated convergence in the financial intermediary sector and eased the process of regional integration.
The presence of strong links among African banking sectors present very little opportunity for portfolio diversification. The practical implication for investors on is that, they may not gain significantly by holding banking sector portfolios with assets from different countries. To the degree that convergence in the banking industry occurs, the gains from international portfolio diversification will decrease. The presence of convergence further implies that, risk-adjusted returns denominated in a common currency are equal in all countries throughout a given homogenous panel. In other words, there is a possibility for similar yields for financial assets of similar risk and liquidity, regardless of nationality and locality. Hence portfolio diversification becomes unlikely to be beneficial to investors. The countervailing view on convergence however argues that, certain economies retain their individual national economic and financial characteristics, which will prevent full convergence (Adler & Dumas, 1983) . In other words, impediments to the free-flow of capital, tendencies for a home bias, inter alia, would maintain some gains from portfolio diversification.
It is also interesting to highlight other implications by discussing how convergence could further be accelerated. In line with Alagidede (2008) , the phenomenon could be improved by relaxation of controls on capital movements and foreign exchange transactions, deregulation and elimination of restrictions on banking and securities dealings and amelioration of ICTs. Section 2.3.2 above on the literature on 'financial market convergence and African business' has already substantially covered reforms that are necessary to improve cross-border flow of investment and ease the doing of business in the continent. It could also be worthwhile to consider the drivers of financial convergence proposed by Cummins & Weiss (2009) . Firstly, development of holistic or enterprise-wide risk management (ERM), whereby traditionally distinct functions such as the management of insurable risks, commodity risks, currency risks, interest rate risks and other risks begin to merge under a single risk-management umbrella. Secondly, favoring conditions for the reinsurance underwriting cycle. Thirdly, advances in ICTs. Fourthly, a substantial driver of financial convergence which primarily reflects market imperfections are various regulatory, accounting, tax and rating agency factors (RATs).
Before concluding, it would be interesting to retain three main caveats: negative spillovers due to convergence, absence of a theoretical basis and, shortcomings of the estimation approach. First and foremost, during financial convergence periods, policy makers should be aware that financial markets are subject to spillover effects and a shock emerging from a certain country/industry might spread quickly to other countries/industries (Asongu, 2012) . Secondly, 35 using econometrics to accomplish more than just testing theory is not without some risks. The intuition basis of the work implies, results should be interpreted with caution as the model is conditioned on the variables we choose and empirically test, which may not directly reflect implemented policies that drive financial intermediary market convergence (Asongu, 2012) .
Thirdly, as we have already outlined in the first paragraph of Section 3.2, the choice of the converge approach which is based on constraints in data structure also has its shortcomings.
According to Apergis et al. (2008) , critics of β-convergence dispute that if countries converge to a common equilibrium with identical internal structures, then the dispersion of the variable under study should disappear in the long-term as all countries converge to the same long-run path. If, on the other hand, countries converge to 'convergence clubs' or to their own unique equilibrium, the dispersion of this indicator will not approach zero (Miller & Upadhyay, 2002) . Moreover, in the latter case of country-specific equilibrium, the movements of the dispersion (with respect to their final equilibrium) will depend on the initial distribution of the variable under investigation.
Overall, the approach suffers from specific deficiencies associated with the data structure (Caporale et al., 2009; Asongu, 2012) .
Concluding remarks
In the first critical assessment of convergence in financial development in the African continent, we find overwhelming support for integration. The empirical evidence is premised on 11 homogenous panels based on regions (Sub-Saharan and North Africa), income-levels (low, middle, lower-middle and upper-middle), legal-origins (English common-law and French civillaw) and religious dominations (Christianity and Islam). We have examined convergence in financial intermediary dynamics of depth, efficiency, activity and size. A broader interpretation of findings suggests that; countries with small-sized financial intermediary depth, efficiency, activity and size are catching-up countries with large-sized financial intermediary depth, efficiency, activity and size respectively. Policy implications have been discussed. 
Appendices
